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Apr. 1 is the deadline for nominations to be
considered for the 2005 AICPA Outstanding
CPA in Government Award. To ensure proper
recognition, the award is rotated among
CPAs working in the three levels of govern
ment. In 2005, only CPAs working in and
contributing to federal governments
will be eligible. The award is pre
sented at the AICPA National
Governmental Accounting and
Auditing Update Conference.
Each nomination must include a
completed nomination form and letter of rec
ommendation from the candidate’s govern
ment employer. In addition, the application
should include, at a minimum, either a letter
of recommendation from the nominee’s state
CPA society or other professional associa
tion, or an AICPA or state CPA society mem
ber. To be eligible, the nominee must be:
• A member of the AICPA and/or a state
CPA society employed in the federal gov
ernment. Government employees who

have been retired for less than one year
also are eligible.
Distinguished by having made a sustained
and significant contribution to the
increased efficiency and effectiveness of
his or her government organization.
• Distinguished by having made a
significant contribution to the growth
and enhancement of the profession.
• Nominated through a formal
process in accordance with the speci
fied requirements.
• Currently not serving as the president of
his or her state CPA society, or as a mem
ber of the AICPA Board of Directors or
AICPA Government Performance and
Accountability Committee.
For more information, contact Pam
Green, project manager, The New Finance:

awards

212/596-6034

212/596-6025

pgreen@aicpa.org
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AICPA National Governmental Accounting and Auditing Update
Conference
Mark your calendars for the 22nd annual National Governmental Accounting and Auditing
Update Conference. The conference will be held this year on Aug. 22-23, in Washington,
D.C., and again on Sept. 26-27, in Tempe, Ariz.
This annual conference is designed for practitioners, officials working in federal, state
or local governmental finance and accounting, and recipients of federal awards. It is the pre
mier forum for the discussion of important governmental accounting and auditing develop
ments, including those related to Government Auditing Standards and OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations.
Participants will receive:
• Updates on current issues.
• Practical advice.
• Timely guidance on recent developments from experts.
For additional information, visit:

www.cpa2biz.com/Conferences
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FASAB
update

AICPA

FASAB Publishes
Statement on
Earmarked Funds

The Federal Accounting Standards Advisory Board has issued
Statement of Federal Financial Accounting Standards No. 27,
Identifying and Reporting Earmarked Funds. According to the
FASAB, a primary objective of this project is to clarify the meaning
of the term trust fund. “Trust funds included in the federal budget
normally are not of a fiduciary nature,” said FASAB chairman
David Mosso. “Most of the assets held by such trust funds represent
government-owned assets earmarked to finance or help to finance
specific federal programs. This proposal distinguishes earmarked
funds from traditional trust or fiduciary activities and requires that
financial statements present the cumulative amount earmarked for
specific federal programs.”
The standard defines earmarked funds as being financed by
statutorily dedicated revenues, often supplemented by other financ
ing sources, which remain available over time. These dedicated rev
enues and other financing sources are required by statute to be used
for designated activities, benefits or purposes, and must be
accounted for separately from the government’s general revenues.
Mosso went on to say that by statutorily dedicating these funds for
specific purposes, Congress creates the expectation that the funds
actually will be used for them. He added that many of these funds
have investment authority that permits the accumulation of large
interest-earning balances. The total of these balances has grown
approximately twelve-fold over the past two decades.
The standard requires that component federal entities show
non-exchange revenue and other financing sources, including
appropriations, and net cost of operations attributable to earmarked
funds separately on the statement of changes in net position.

FASAB Defers Effective Date of
Reclassification of Statement of
Social Insurance
The Federal Accounting Standards Advisory
Board has issued Statement of Federal
Financial Accounting Standards No. 28,
Deferral of the Effective Date of

Component federal entities also will show separately the portion of
cumulative results of operations attributable to earmarked funds on
the statement of changes in net position and the balance sheet. At
the government-wide reporting level, earmarked revenue, other
financing sources and net cost of operations will be shown sepa
rately on the U.S. government’s statement of operations and
changes in net position. The U.S. government balance sheet will
show separately the portion of net position attributable to ear
marked funds.
According to the FASAB, required note disclosures at the
component entity level will clarify the nature of investments in
Treasury securities that are held by earmarked funds by explaining
that:
• The U.S. Treasury does not set aside assets to pay future expen
ditures associated with earmarked funds.
• Treasury securities are issued to the earmarked fund as evidence
of earmarked receipts and provide the fund with the authority to
draw upon the U.S. Treasury for future authorized expenditures.
• Treasury securities held by an earmarked fund are an asset of the
fund and a liability of the U.S. Treasury, so they are eliminated
in consolidation for the U.S. government-wide financial state
ments.
• When the earmarked fund redeems its Treasury securities to
make expenditures, the U.S. Treasury will finance those expendi
tures out of accumulated cash balances, by raising taxes or other
receipts, by borrowing from the public or repaying less debt, or
by curtailing other expenditures. This is the same way that the
government finances all other expenditures. At the governmentwide level, a note disclosure will provide a general description of
earmarked funds and an explanation of how the federal govern
ment as a whole could provide the resources represented by the
earmarked funds’ balance in treasury securities
The standards prescribed in SFFAS No. 27 are effective for
periods beginning after Sept. 30, 2005.

Reclassification of the Statement of Social
Insurance. This standard defers for one year
the effective dates of SFFAS No. 25,
Reclassification
of
Stewardship
Responsibilities and Eliminating the Current
Services Assessment, as well as SFFAS No.
26, Presentation of Significant Assumptions
for the Statement of Social Insurance:

GAO Disclaims Opinion on 2004 Federal
Government Financial Statements

GAO
update

In its auditor’s report dated Dec. 6, 2004, the Government
Accountability Office (GAO) issued a disclaimer of an
opinion on the consolidated financial statements of the federal ]
government. The reason cited was the federal government’s

Amending SFFAS 25. The requirements of
SFFAS Nos. 25 and 26 will be effective for
periods beginning after Sept. 30,2005.
The FASAB has discontinued printing
hard copies. Statements No. 27 and 28 are
available on the FASAB Web site.
www.fasab.gov/standards.html

inability to demonstrate the reliability of significant por
tions of the financial statements, principally due to material
deficiencies noted.
To read the entire 2004 Financial Report of the United
States Government, visit:

www.gao.gov/financial/04frusg.pdf

Published for AICPA members in government. Opinions expressed in this CPA Letter supplement do not necessarily reflect policy of the AICPA.
Joseph F. Moraglio, supplement editor
Ellen J. Goldstein, CPA Letter editor
703/281-2037; e-mail: jmoraglio@yahoo.com
212/596-6112; egoldstein@aicpa.org
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ment’s net assets should be reported as
restricted when the purpose for or manner
in which they can be used is limited by an
The Governmental Accounting
external party, a constitutional provi
GASB
sion or enabling legislation.
Standards Board has issued
update
Enabling legislation is a specific
Statement No. 46, Net Assets
type of legislation that both autho
Restricted by Enabling Legislation,
an amendment of GASB Statement
rizes the raising of new resources
No. 34, Basic Financial Statements—
and imposes legally enforceable lim
and Management’s Discussion and
its on how they may be used. GASB states
Analysis—for State
and
Local
that Statement No. 46 is intended to allevi
Governments. According to the GASB, the
ate difficulties in identifying enabling legis
purpose of statement No. 46 is to help gov
lation restrictions by clarifying that legally
ernments determine when net assets have
enforceable means that an external party—
such as citizens, public interest groups or
been restricted to a particular use by the
the judiciary—can compel a government to
passage of enabling legislation and to spec
ify how those net assets should be reported
use resources only for the purposes stipu
lated by the enabling legislation.
in financial statements when there are
Statement No. 46 states that the deter
changes in the circumstances surrounding
such legislation.
mination of legal enforceability is a matter
The statement provides that a govern of professional judgment, which may entail

GASB Issues Statement on
Restricted Assets

GASB Issues TB on Contributions to Pension Plans
GASB has published a staff Technical Bulletin, Recognition of
Pension and Other Postemployment Benefit [OPEB]
Expenditures/Expense and Liabilities by Cost-Sharing Employers.
The technical bulletin clarifies the application of requirements
regarding accounting for employers’ contractually required contri
butions to cost-sharing pension and OPEB plans issued in
Statement No. 27, Accounting for Pensions by State and Local
Governmental Employers, and Statement No. 45, Accounting and
Financial Reporting by Employers for Postemployment Benefits
Other Than Pensions, respectively. According to GASB, the techni
cal bulletin was issued to address questions raised and to foster a
comparable application of the recognition requirements of those
statements by cost-sharing employers.
“In a cost-sharing pension or OPEB, the participating employ
ers pool their benefit obligations and assets,” said Project Manager
Karl Johnson. “In addition to providing administrative services, the
plan assumes from the individual employers the responsibility to

GASB Issues ED on Accounting
for Termination Benefits
GASB has published an exposure draft,
Accounting for Termination Benefits, that
would establish accounting guidance for
state and local governmental employers
regarding benefits provided to employees
who terminate employment. According to
GASB, it would establish guidance for ben
efits, such as early-retirement incentives
and severance benefits that are provided as
the result of voluntary or involuntary termi
nations.
The proposed statement would require

reviewing the legislation and determina
tions made for similar legislation, as well as
obtaining the advice of legal counsel. The
statement indicates that governments
should review the legal enforceability of
enabling legislation restrictions when new
enabling legislation has been enacted to
replace existing legislation and when
resources are used for purposes not speci
fied by the enabling legislation. The state
ment also requires governments to disclose
in the notes to the financial statements the
amount of net assets restricted by enabling
legislation as of the end of the reporting
period. Statement No. 46 is effective for
periods beginning after June 15,2005.
The statement (No. GS46) can be
ordered through the GASB order depart
ment.

800/748-0659

www.gasb.org

fund promised benefits. In exchange, the individual cost-sharing
employers incur liabilities to the plan for the contractually required
contributions assessed to them by the plan as their share of the
aggregate funding requirements for specified periods.”
The technical bulletin clarifies that a cost-sharing employer
should recognize the contractually required contributions assessed
for the employer’s financial reporting period as expenditures of that
period, and should recognize any unpaid contributions assessed for
that period as liabilities, in governmental fund financial statements
prepared on the modified accrual basis of accounting.
The technical bulletin is effective for financial statements for
periods ending after Dec. 15, 2004, with respect to pension transac
tions (earlier application is encouraged), and should be applied
simultaneously with the implementation of Statement No. 45 with
respect to OPEB transactions.
A copy of the technical bulletin (No. GTB04-2) can be ordered
through the GASB order department.
800/748-0659

employers to recognize, in financial state
ments prepared on the accrual basis of
accounting, the cost of voluntary termina
tion benefits when the offer is accepted and
the cost of involuntary termination benefits
when a plan of termination has been
approved and communicated to the
employees. In addition, the proposal would
establish measurement and disclosure
requirements for termination benefits. If
enacted, the proposed standards would
become effective in two parts. For termina
tion benefits provided through an existing
defined benefit OPEB plan, the provisions
of the proposed statement would be

www.gasb.org

required to be implemented simultaneously
with the requirements of Statement No. 45,
Accounting and Financial Reporting by
Employers for Postemployment Benefits
Other Than Pensions. For all other termina
tion benefits, the proposed statement would
be effective for financial statements for
periods beginning after June 15,2005.
The deadline for submitting comments
is Mar. 11. Additional information about
submitting a response is included in the
exposure draft, which is available on the
GASB’s Web site.
www.gasb.org
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AICPA National

Conferences Governmental and Not-forProfit Training Program
This annual program is designed for
practitioners or accountants, auditors
and other staff in not-for-profit organizations and government. It is
an interactive training program with a number of concurrent “rollup-your-sleeves” workshops. Those who attend receive in-depth,
hands-on training in NPO and government accounting and auditing
topics, including training related to Government Auditing Standards
and single audits. This conference will be held on Oct. 17-19, in
New Orleans.

AICPA National Healthcare Industry Conference
This annual conference allows participants the opportunity to gain
the information and techniques needed to stay on top of trends that
are important to health care auditing practices, as well as healthcare
organizations (including those that are not-for-profit organizations,
governmental entities and for-profit organizations). With access to

IPSASB Issues
Standard on
Impairment Losses

some of the nation’s top healthcare specialists, there will be up-tothe-minute information on the latest developments in healthcare
issues relating to physician practices, revenue management,
HIPAA, accounting and auditing, tax and operations and much
more. The next offering of this conference will be held on Nov.
17-18, in Las Vegas.

AICPA National Not-for-Profit Industry Conference
This annual conference is ideal for experienced audit and tax practi
tioners, as well as not-for-profit organization financial executives. It
provides technical information for those decision-makers. It offers
advanced and in-depth training on key not-for-profit accounting,
auditing, tax and management issues and includes sessions relating
to Government Auditing Standards and Single Audits. Further, it
provides up-to-date information on the latest regulatory guidelines
and industry innovations. The 12th annual conference will be held
on June 23-24, in Washington, D.C.
For additional information, visit:

www.cpa2biz.com/Conferences

property, plant and equipment
and certain other assets of
public sector entities are not
carried at an amount in excess
of their service capacity. These
matters are central to the
preparation of financial statements which
are transparent and which communicate rel
evant and reliable information to users,”
said Philippe Adhémar, IPSASB chair.
This standard applies to governments
and other public sector entities preparing
general purpose financial statements under
the accrual basis of accounting. IPSAS No.
21 requires that an asset not be carried at an
amount in excess of its recoverable service
amount. The entity will have to determine
whether there is any indication that a non
cash-generating asset may be impaired. If

FI AC
update

The International Public Sector
Accounting Standards Board of
the International Federation of Accountants
has issued a new standard that requires
recognition of impairment losses. This stan
dard, International Public Sector Accounting
Standard No. 21, Impairment of Non-CashGenerating Assets, prescribes the basis on
which an entity determines whether a non
cash-generating asset is impaired and
whether a loss should be recognized.
“This standard deals with an important
area in public sector financial reporting for
which there has previously been little guid
ance. It is a key element in ensuring that

AICPA

so, the entity is required to estimate the
recoverable service amount of the asset and
to determine whether an impairment loss
should be recognized.
The standard includes:
• Definitions of cash-generating assets and
impairment.
• Guidance on identifying an asset that
may be impaired.
• Guidance on measuring an asset’s recov
erable service amount.
• Guidance on measuring an impairment
loss.
• Requirements for the recognition, and
reversal of an impairment loss.
This standard may be downloaded
from the IFAC Web site.

www.ifac.org

IRS Publishes Quarterly FSLG Newsletter
The IRS federal, state and local governments office of the Tax
Exempt and Government Entities Operating Division issues a quar
terly newsletter that provides information about current develop
ments and upcoming events of interest to government entities.
Articles in the Dec. 2004 issue include:
• Message from the Editor.
• “Guidance Simplifies Payer Reporting.”
• “Are Water and Sewer Fees Deductible?”
• “IRS Issues Caution on Parking Benefit Programs.”
• “Tax Exempt Bonds.”
• “Why Would We Need To File an Information Return?”
The entire newsletter can be read at:

www.irs.gov/govt/fslg/article/0„id=103384,00.html

Write CPA Letter Articles, Receive CPE Credit
The CPA Letter government supplement encourages readers to
share information and experiences through bylined articles on
subjects of interest to your fellow CPAs in government.
Moreover, if the topic fits our editorial calendar and your article
is featured, you may claim continuing professional education
credits for the time you spent preparing the article (in accor
dance with the Joint AICPA/NASBA Statement on Standards
for Continuing Professional Education, revised as of Jan. 1,
2002). The first step is to submit article topics for approval to:
jmoraglio@yahoo.com

